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Auditors' Perceptions of Ethical 
Behaviour at the Small and 
Medium Audit Firms 
Rubiah Dalai I 
Asmah Abdul Aziz 
This study attempts to understand factors influencing Malaysian auditors' 
ethical behavior, i.e., code of ethical conduct, people at the office or those at 
homes. The relationship between demographic traits of respondents and their 
perceptions on peers' unethical behavior are studied as the integrity of auditors 
will affect investors' perception of financial statements. 
Three hundred and ninety six questionnaires were distributed to Certified 
Public Accountants whose membership information indicated auditing 
specialties. The findings revealed that those with a major responsibility (i.e., 
Senior Audit Assistants) behave more ethically than those with a lesser duty-
bound answerability (i.e., audit assistants). The survey revealed that audit 
assistants are repeatedly engaged in unethical behavior compared to senior 
managers who rarely engaged in such behavior. The code of conduct seems to 
play a vital role in moulding auditor's behavior in the workplace more than 
their peers and superiors. The spouse is reported to be a lesser influence on an 
auditor's ethical behaviour. 
Introduction 
Introduction and Background Information 
The term 'ethics' is part of our everyday conversation and teaching. The elders 
used to remind us about what exactly is ethical and unethical. And it grows from 
one phase to another throughout our lives. Drucker (1974) stressed that there is 
no separation between business and personal ethics but the most important 
matter is everybody's honesty. 
It seems likely that the notion of professional ethics meant something slightly 
different than now. As concluded by Neu (2001) in his study of ethical discourse 
within Canadian Chartered Acountant professional from 1992 to 1997, the 
emphasis on nature of ethical discourse has altered from morality, honesty and 
character toward integrity, objectivity and independence. Whatever the term is, 
ethics are very important in accounting and deserves close attention particularly 
when the public is dismayed by the Enron case. 
I 
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Significance of the Study 
Auditing does have rigorous code of ethics that governs what is an acceptable 
and what is not an acceptable behaviour. But there is no universal code of ethics 
that governs how everyone should behave and everything that should be done 
in the business world. Petty theft, lying, deception, seeking entertainment attitude 
in the workplace are seen as unacceptable in the eyes of management but it is a 
typical practice among employees in many industries including Public 
Accounting firms. As individuals, auditors continue in their career, their 
knowledge and skills become increasingly differentiated and specialized. The 
wide variety of experiences accrued by professional development resulted in 
certain degrees of expertise in various domains and in different aspect ethically 
or unethically. Auditors should have the knowledge to realize the consequences 
of ones' action. This issue is crucial to the quality and texture of everyday life for 
auditors who are trusted as the one who maintains the highest standards of 
ethical conduct. Auditors should act consistently and accordingly. Therefore 
the present study is conducted with the hope that the study could lead the 
accounting profession to focus more attention on ethics and to spread moral 
awareness among auditors so that they become ethically mature people who 
follow their conscience and who are concerned about what they do. 
Research Objectives 
The objectives of this paper are: 
• To provide an overview of employees' qualifications of audit firms in the 
Klang Valley. 
• To identify auditors' perception of their peers' ethical behaviour in the 
workplace. 
• To determine the relationship between attitude towards employer and ethical 
behaviour in the workplace. 
• To ascertain the degree of family and peers influence on auditor's ethical 
behaviour. 
Literature Review 
Introduction 
Absence of a clear consensus about ethical conduct among employers has 
resulted in much confusion among employees. In performing the duty given by 
the firm, unclear guideline will bring the employees into contact with situations 
that must be judged as ethical or unethical. Such situations may include using 
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firm resources for personal use, padding expenses etc. Employees may defend 
them as ethical behaviors with phrases such as 'the company owes it to me', 'it 
doesn't really hurt anyone' or 'everybody does this'. Neu (2001) highlighted in 
his study of editorials in the Canadian Chartered Accountant between 1912 
to 1997 that original emphasis on morality, honesty and character has not 
disappeared completely but it certainly has become a less important part of the 
overall colloquy. Working class society living in a materialistic and complex 
world sometimes ignores morality in an anxiety of 'making money' to make a 
living. When a crisis hit, these individuals are the ones who will move the firm 
into survival mode and some may do what is necessary to survive whether it is 
ethical or not. The loopholes in the rules and regulation, policies and code of 
professional conducts are vital weapons to them. They perform acts that are 
clearly illegal or borderline according to their expertise and ethics. Ignoring 
morality has brought them to public scandals such as financial fraud and 
accounting mismanagement in Enron, WorldCom and Xerox. 
The accounting profession cannot rely solely on the code of ethical conduct 
to curb the practitioners' unethical activities. Austin (1999) remarked that even 
with a well written document, there are always grey areas in the application of 
the rules' independence, contingent fees and commission, subordination of 
judgment, confidential client information, and many more areas covered by the 
code which are not always completely clear, regardless of how well it is written. 
Ethics and Moral 
Ethics 
The concept of ethics as a moral philosophy or a set of guiding principles has 
been around for a very long time. The very word is derived from the Greek word 
'ethos' meaning character or custom (Neu, 2001). Sim (1992) defined it as a code 
conveying moral integrity and consistent values in service to the public. Shaw 
(1999) summarized ethics in his book as something that deals with individual 
character and the moral rules that govern and limit our conduct. It investigates 
questions of moral right and wrong, duty and obligation, and moral responsibility. 
Moral Reasoning 
According to Shaw (1999), moral reasoning consists of forming moral judgments1, 
assessments of the moral worth of persons, actions, activities, policies, or 
organizations. Moral reasoning and argument typically appeal both to moral 
standards and to relevant facts. Moral judgments should be entailed by the 
relevant moral standards and the facts, and they should not contradict our other 
beliefs. A study by Tsui (2001), of sixty one auditors drawn from multi-national 
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audit firm in Australia and seventy-five auditors drawn from multi-national audit 
firms in Hong Kong and the Chinese Mainland showed that auditors from 
Australia have higher ethical reasoning scores than those from China. 
Ethical and Unethical Workplace Behavior 
What is ethical and unethical is difficult to define since it deals with abstract 
values or variables. Clarke (1983) attributes the scarcity of comparative studies 
of the word ethics to the concept itself which is hard to define. He also argued 
that great differences between countries' social system, tradition and degree of 
development compound the difficulty. There is a wide range of definitions of 
what is considered to be ethical behavior in the workplace. According to Sims 
(1992), ethical behaviour is that which is normally accepted as 'good1 and 'right* 
as opposed to 'bad' or 'wrong' in a particular setting. The contingency framework 
presented by Ferrell and Gresham (1985) demonstrated that multifaceted factors 
affect the likelihood of ethical actions by individual decision makers. Individual 
factors (including knowledge, values, attitude, and intentions) are posited as 
interacting with opportunity factors to influence individuals involved in an 
ethical/unethical decision-making dilemma. Employee needs to make a distinction 
between the ethical system of the home and the office. Jennings (1999) believed 
in resolving the issue that there are no right or wrong answers but instead our 
comfort with a particular decision - our feeling of conscience. 
Individual and Organizational Influence on Ethical Behaviour 
There are many factors that influence employees' choice with regards to decision 
behavior, including the employees' personal belief, orientations and intentions. 
And many believe that some of our ethics change slightly when we are around 
different people. Findings reported by Gupta and Sulaiman (1996) based on a 
questionnaire survey of 381 managers from 41 commercial organizations in 
Malaysia shows that usually, managers would like to obtain the views of their 
superiors while deciding on ethical problems before consulting (if needed 
thereafter) their colleagues or applying their own principles or norms in this 
regard. They assigned much lower importance to the counsel of their spouses, 
friends, legal staff or religious and spiritual persons. 
The findings also show that 58% of managers feel that their organizations' 
expectation often induced them to behave against the principles, which they 
would otherwise like to follow. 
Demographics Traits 
Several demographic traits of decision makers may influence decision. Jones 
and Heltebeitel (1995) found that age, education and gender influence the moral 
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decision process of accountants. The significant differences between men and 
women are their level of moral reasoning, which has been studied by Reiss and 
Mitra (1998). Their survey on 487 college students and 65 certified public 
accountants suggest that males tend to regard extra-organizational behaviours 
of an uncertain ethical nature as more acceptable than females but this study 
failed to garner adequate support that males tend to regard both intra-
organizational and extra-organizational behaviors of an uncertain ethical nature 
as more acceptable. 
Policy/Code of Conduct Impact on Employee Behavior 
Codes of conduct and/or policy supporting ethical behavior appear to enhance 
ethical behavior, especially if they are strictly enforced. Professional codes also 
appear to be effective if they are well known to members of the profession. 
Professions such as auditors normally have strong professional associations, 
which develop acceptable standards of behavior. Adams et al, (1995) found that 
respondents who worked for companies having a code of ethics judged 
subordinates, co-workers, themselves and especially supervisors and top 
managers to be more ethical than respondents employed in organizations not 
having a formal code of ethics. 
Conceptual Framework 
The conceptual framework presented in Figure 1 is adapted from work by Ferrell 
and Gresham (1985). It is used originally to demonstrate how marketers derived 
on the decision making process. The framework demonstrates the multifaceted 
factors, which affect the likelihood of ethical actions by individual decision 
makers. Individual factors (including age, education, family background, religious 
faith, attitude etc) are posited as interacting with opportunity factors (including 
code of ethical conduct, rewards, punishments, etc) to influence individuals 
involved in an ethical or unethical issues. The social and cultural environment 
criteria used to describe the norm of the organization and Malaysian society is 
treated as exogenous variables in this theoretical framework and are, therefore 
beyond the scope of this analysis. 
Research Methodology 
Description of Audit Firms in Malaysia 
There are 1435 audit firms registered with Malaysian Institute of Accountants 
(MIA) as at 31 March 2002. Most of the audit firms in Malaysia are formed under 
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Figure 1: Conceptual Framework 
Table 1: Audit firms registered as headquarters according to states 
No. States Total Percentage 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10 
11 
12 
13 
14 
Federal Territory 
Johor 
Kedah 
Kelantan 
Melaka 
Negeri Sembilan 
Pahang 
Penang 
Perak 
Perl is 
Sabah 
Selangor 
Serawak 
Terengganu 
491 
114 
30 
() 
31 
20 
16 
101 
54 
Nil 
76 
197 
78 
12 
1,229 
40.0 
9.3 
2.5 
0.7 
2.5 
1.6 
1.3 
S.2 
4.4 
0 
6.2 
16.0 
6.3 
1.0 
100 
Source: MIA website as at 31 March 2002. The table was constructed based on the listing of 
audit firms addresses as displayed. 
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the Partnership Act 1961 or Registration of Business Act 1956. The businesses 
are managed by partners or sole proprietors. Most of the practitioners operate in 
small firms or home office based. A few big and medium size firms with local 
branches and partners or tiers to name a few are KPMG, Al Jeffri Atarek & Co., 
BDO Binder, Howarth & Howarth, Ernst & Young, Mohd Ali Jaafar & Co., Deloitte 
Kassim Chan, Pricewaterhouse Coopers, Khoo Wong & Chan etc. Out of this 
number, 1229 are registered as head quarters. Some firms registered as 
headquarters are actually tiers. In the Federal Territory the number of registered 
firm is 491. However, 40% of the firms are registered as head quarters and the 
balance are branches. Below is the breakdown of the first tier according to 
states. 
Services offered by these firms ranged from auditing, management consulting 
services, tax services and accounting services. 
Description of the Subject 
This study is designed to explore the extent and trend of employees working in 
audit firms in Kuala Lumpur and Labuan. The Federal Territory is chosen because 
about 40% of the audit firms are registered there. Most big and middle size firms 
operate from here, since Federal Territory is the hub of business activities. 
Although there are 491 audit firms registered as headquarters in Kuala Lumpur 
and Labuan, 95 are excluded from the list because there are duplication of 
addresses and owners. They are actually branches/partners/tiers and are likely 
to be similar in many respects. A total of 396 questionnaires with a cover letter 
and reply-paid self-addressed envelopes were mailed to the managers of the 
audit firms. Even though the cover letter is addressed to the managers of the 
audit firms, the respondents can be any employees doing audit work. The 
respondents ranged from audit assistants to partners. The questionnaires were 
distributed in stages. 
Hypotheses 
Four hypotheses were tested 
Most auditors have undergone basic courses on ethics either in their tertiary 
education or during their work training. They are required to conduct themselves 
in the manner consistent with the good reputation of their profession and refrain 
from conduct which might bring discredit to their profession (Gill et al, 1996). 
With regards to this view, the first hypothesis represented by H, is: 
H : There are differences in perception of ethical behaviour among auditors in 
relation to the level of education. 
7 
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Contrary to the first notion, auditors as employees are seen as unethical. 
They behave in their own interest. According to Theory X by Douglas Mc 
Gregor employees inherently dislike work and whenever possible, will attempt to 
avoid it (Robbins, 1988). The agency relationship between the employee and the 
employer has become apparent where the employee is both in the position to 
and has the incentive to pursue the maximisation of his or her own wealth 
without detection from the owners of the firm (Watson et al, 1994). Based on this 
notion, it is hypothesized that: 
/ / , : Auditors in different groups of designation have different perception of 
ethical behaviour in the workplace. 
According to Laabs (1998), generation Y (those who come after Xers-born 
between 1978 and 2003) are not committed to their companies, and that the 
younger people are only in it for themselves. According to the '1997 workforce 
commitment index' study by Chicago-based Worldwide Inc. (Laabs, 1998) Gen 
Xers (the post baby boomer generation born between 1965 and 1977) do show 
high levels of commitment to their companies. The next hypothesis is formed to 
evaluate whether there is sufficient evidence to infer that there is a difference 
between the younger generation and the older generation with regard to ethics. 
H3: There will be a statistically significant interaction between age and 
perception of auditors' ethical behaviour. 
One's view of how one is supposed to act in a given situation is called role 
perception (Robbins, 1988). Based on an interpretation of how we believe we are 
supposed to behave, we engage in certain types of behaviour. Auditors get this 
perception of ethical behaviour from stimuli all around them including from 
family members, peers, superiors, training, code of conduct, etc. The following 
hypothesis is tested to indicate which variable has significant influence on 
auditors' behaviour. 
H: Auditors' behaviour is influenced more by the code of conduct than by the 
people around them in the office and at home. 
Research Design 
Assessing Normality 
The statistical test has certain assumptions that must be met prior to analysis. 
The accuracy of test interpretation depends on whether assumptions are violated 
or not. 
According to Coakes and Steed (2001), a prerequisite for inferential statistical 
techniques is the assumption of normality. This assumption is explored graphically 
using histogram and statistically using skewness and kurtosis. 
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Instruments 
The questionnaire consists of 5 sections. Most of the instruments are adapted 
and extracted from the work compiled by Patterson (2001) and all are measured 
using the Likert scale. No possibility is provided for a neutral response to avoid 
respondent from making sweeping statements. 
Measurement Procedure 
The questionnaires were analyzed using the Statistical Package for Social Science 
(SPSS) version 11.00. The following statistical measures were specifically used 
to interpret data for this study: Chi-square goodness of fit test, descriptive 
statistics and Wilcoxon signed-rank test. 
Data Analysis and Discussion on Findings 
Respondents 
From 396 sets of questionnaire mailed, 76 replies were received. Another follow-
up was made and the number increased by eight respondents. The response rate 
was 21.2%. 
Demograhic Traits 
From the survey 34.5% of the respondents are partners, followed by audit 
assistants 20.2%, managers 17.9%, senior audit assistants 15.5%, senior managers 
8.3% and others 3.6%. Respondents are highly educated with 45.2% bachelor 
degree holders and another 47.6% possess professional qualifications compared 
to only 6.0% with a diploma certificate and LCCI (1.2%). Respondents are primarily 
male (75.0%) and 51.2% of the respondents worked in small companies, 44% 
work in medium-sized companies and only 4.8% work in big companies with 50 
or more workers. There are 60.7% of the respondents who have spent more than 
6 years in the industry, 20.2% have worked less than 2 years while 19.0% have 
worked between 3 to 5 years. With respect to age, 42.9% are young employees 
(20-29 years old), 34.5% middle age, 7.1 % in the 40-49-age bracket while 15.5% 
are 50 years old and above. 
All respondents are academically and professionally qualified. These 
findings are especially important because they could reflect a common basis of 
judgment of those who have academic and professional training. These findings 
provide the answer for objective 1. 
9 
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Reliability Analysis 
Cronbach's coefficient alpha was computed for each of the scenario, in order to 
test the reliability of the scale used to measure personal belief. The Cronbach's 
alpha coefficient for the ethical workplace behaviour scale is 0.936. 
Findings 
Descriptive Statistic Engaged by the Respondents 
The auditors' behaviour under study is summarized in Table 2 below. The types 
of unethical behaviour are classified into 'very often', 'often' 'about half the 
time', 'seldom', and 'never'. The results are summarized below. 
Table 2: Frequency of Unethical Behaviour Among Auditors 
Calling in sick to take a day off 
Not reporting others' violations 
of firm's policies & procedures 
Take firm's equipment & material 
home without permission 
Falsifying time/quality/quantity 
reports 
Accepting gifts/favours in 
exchange for preferential 
treatment 
Very 
often 
2.4% 
2.4% 
2.4% 
1.2% 
1.2% 
Often 
8.3% 
10.7% 
8.3% 
4.8% 
4.8% 
About half of 
the time 
14.3% 
15.5% 
7.2% 
10.7% 
2.4% 
Seldom 
51.2% 
36.9% 
35.7%' 
32.1% 
32.1% 
Never 
23.8% 
34.5% 
46.4% 
51.2% 
59.5% 
'Calling in Sick to Take a Day Off 
Table 2 shows that 8.3% of the respondents indicate that they 'often' call in sick 
to take a day off work and 14.3% will call in sick to take a day off 'about half the 
time'. Since 23.8% 'never' call in sick, this infer that around 76% of the auditors 
have 'call in sick' if they have personal things to do. 
'Not Reporting Others' Violations of Firm's Policies & Procedures' 
Table 2 also shows that 34.5% auditors report violations of firm policies. This 
infers that 65.5% of the auditors fall into the respective classification as shown 
in the table above. 
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Taking Firms' Equipment and Material Home without Permission' 
Since Table 2 shows that only 46.4% 'never' "take firm's equipment and material 
home without permission', while 2.4% very often and 8.3% often take firms' 
equipment without permission. This indicates that a total of 53.6% of the 
respondents took firm's equipment and material home according to the various 
classifications. 
Falsifying Time/Quality/Quantity Reports' 
Also in Table 2, 10.7% of the auditors indicate that 'about half the time' they will 
falsify time/quality/quantity of reports. Meanwhile, 32.1 % 'seldom' do that, and 
the other 51.2% 'never' do such action. This infers that there are 48.8% of the 
auditors who have falsified the time taken to prepare the reports, quality and 
also quantity of the reports. 
Accepting Gifts/ Favours in Exchange for Preferential Treatment' 
In terms of receiving gifts or favours from clients, 32.1 % 'seldom' 'accept gifts/ 
favors in exchange for preferential treatment'. While another 59.5% has never 
done that. It reveals that most of the respondents are not willing to compromise 
with the clients by accepting gifts or favors in exchange for preferential treatment. 
Thus, a small number of auditors accepted gifts or favours according to the 
various classifications above. 
Test statistics on the first hypothesis (HA): There are differences in 
perception of ethical behavior among auditors in relation to the 
level of education. 
Table 3 shows that when the respondents' level of education is paired is the 
unethical behavior engaged in the workplace, one could conclude that differences 
exist among those with a higher level of education (holder of bachelor degree and 
professional qualifications) with respect to perception of unethical behavior, which 
is significant at the 5% level (p < 0.05). It is believed that the level of education 
affects the perception of unethical behavior of peers. However, there is no evidence 
to indicate that there are differences in perception among diploma holders. 
Test on the second hypothesis (H2): Auditors in different groups of 
designation have different perceptions of unethical behavior in 
the workplace. 
The result in Table 4 indicates that there is overwhelming evidence to infer that 
differences exist among those holding positions as audit assistants and partners 
11 
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Table 3: Wilcoxon Signed Rank Test on Level of Education* Behaviour 
Diploma 
Asymp. Sig. 
(2-taiIed) 
.285 
.180 
Professional 
Qualification 
Z Asymp. Sig. 
(2-tailed) 
1.069 .000 
•1.342 .001 
/. 
-4.333 
-3.328 
Bachelor's 
Asymp. Si 
(2-tailed) 
.000 
.000 
Degree 
g. z 
-5.318 
-5.296 
Educational Background 
Calling in sick to take a day 
off - Educational background 
Not reporting others' 
violations of firm's policies 
& procedures - Educational 
background 
.461 -.736 .000 -4.655 .000 -5.390 Take firm's equipment & 
material home without 
permission - Educational 
background 
.705 -.378 .000 -4.663 .000 -5.428 Falsifying time/quality/ 
quantity reports - Educational 
background 
.461 -.736 .000 -5.385 .000 -5.509 Accepting gifts/favors in 
exchange for preferential 
treatment - Educational 
background 
(p < 0.05) with respect to their perception of unethical behavior of their peers. 
However, there is no evidence to infer that senior managers, sole proprietors and 
administration officers differ in their perception of unethical behavior of their 
peers. And there is weak evidence to conclude that managers and senior audit 
assistants have dissimilar perceptions of their peers doing unethical behavior. 
This means those with big responsibilities lack resemblance with those with 
small responsibilities with regard to perception of unethical behavior. It can be 
concluded that the second hypothesis is true; auditors in different groups of 
designation have different perceptions of unethical behavior in the workplace. 
H3: There will be a statistically significant interaction between 
age and perceptions of ethical behaviour. 
P-value in Table 5 shows that there are variations in the rating of unethical 
behaviour between different age groups. In the 20-29 and 30-39 age bracket it is 
significant at 5% level pertaining to all unethical behaviour. For auditors between 
40-49 age bracket, the results do not show any significant interaction. P-value 
for the 50 and above age group are less than 0.05 for 'falsifying time/quality/ 
quantity reports' and 'accepting gifts or favors in exchange for preferential 
treatment1. This means that hypothesis 3 is partially accepted; there is a 
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Table 4: Wilcoxon Signed Rank Test on Respondents' Designation* Behaviour 
Others Partner Senior manager Manager Senior audit Audit assistant Position 
assistant 
Asy. Sig. Z Asymp. Sig. Z Asymp. Sig. Z Asymp. Sig. Z Asymp. Sig. Z Asymp. Sig. Z 
(2-tailed) (2-tailed) (2-tailed) (2-tailed) (2-tailed) (2-tailed) 
-4.456 .317 -1.000 .016 -2.415 .002 3.025 .000 -3.552 Calling in sick to take a day 
off - Position 
-3.771 1.000 .000 .185 -1.326 .002 -3.169 .000 -3.681 Not reporting others' 
violations of firm's policies 
& procedures - Position 
-3.690 .046 -2.000 .003 -2.984 .001 -3.272 .000 -3.571 Take firm's equipment & 
material home without 
permission - Position 
-.577 .005 -2.815 .001 -3.270 .000 -3.654 Falsifying time/quality/ 
quantity reports - Position 
-.577 .001 -3.314 .001 -3.419 .000 -3.596 Accepting gifts/favors in 
exchange for preferential 
treatment - Position 
.109 
.102 
.083 
-1.604 
-1.633 
-1.732 
.000 
.000 
.000 
102 
102 
-1.633 
-1.633 
.000 
.001 
-3.573 
-3.357 
.564 
.564 
Table 5: Wilcoxon Signed Rank Test on Respondents' Age* Behaviour 
50 yrs old & more 40-49 yrs old 30-39 yrs old 20-29 yrs old Age 
Asymp. 
Sig. (2-
Tailed) 
.564 
.405 
.492 
.003 
.003 
Z 
-.577 
-.832 
-.687 
-3.000 
-3.000 
Asymp. 
Sig. (2-
Tailed) 
.096 
.129 
.129 
.068 
.068 
Z 
-1.667 
-1.518 
-1.518 
-1.823 
-1.823 
Asymp. 
Sig. (2-
Tailed) 
.000 
.000 
.000 
.000 
.000 
Z 
-4.850 
-4.300 
-4.744 
-4.748 
-4.750 
Asymp. 
Sig. (2-
Tailed) 
.000 
.000 
.000 
.000 
.000 
Z 
-5.175 
-5.167 
-5.208 
-5.325 
-5.406 
Calling in sick to take a day off - Age 
Not reporting others' violations of firm's policies & 
procedures - Age 
Take firm's equipment & material home without permission - Age 
Falsifying time/quality/quantity reports - Age 
Accepting gifts/favors in exchange for preferential 
treatment - Age 
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statistically significant interaction between age and perception of ethical 
behaviour. 
H4: Auditors' behaviour is influenced more by the code of conduct 
than by the people around them in the office and those at home. 
The chi-square value in Table 6 is significant (p < 0.05) for 'My ethical behaviour 
is influenced by the way my manager, seniors and peers treat me' and 'My 
ethical behaviour is influenced by the code of conduct of my profession'. This 
projects that auditors believe that they are largely influenced by people at work 
and are regulated by the code of conduct. Persons such as their spouses, parents, 
siblings and relatives who have informal relationship with the auditors seem not 
to influence the moral reasoning and ethical behaviour of auditors. This finding 
concludes that hypothesis 4 is partly accepted; auditors' behaviour is influenced 
more by the code of conduct and the people around them in the office than by 
those at home. 
Table 6: Test Statistics on the influencer of the auditors' ethical behaviour 
Chi-Square 
df 
Asymp. Sig. 
My ethical 
behavior is 
influenced by 
people around 
at home 
7.714 
5 
.173 
the 
me 
My ethical 
behavior is 
influenced by the 
way my manager. 
seniors and peers 
treat me 
26.714 
5 
.000 
My ethical 
behavior 
is influenced 
by the code of 
conduct of my 
profession 
46.476 
4 
.000 
Conclusion 
There will always be openings for employees to take advantage of their employers. 
Law and regulation alone cannot discourage unethical behaviour. The study 
showed that a few of the auditors admitted that they were engaged in unethical 
behaviours such as 'calling in sick to take a day off and 'not reporting others' 
violation of firm's policies and procedures'. However, the number of incidents is 
small. About 59.5% of the auditors 'never' 'accept any gifts or favors in exchange 
for preferential treatment', 51.2% who stated that they 'never' 'falsify time, quality 
or quantity of the reports' and 46.4% who 'never' 'take the firm's equipment and 
material home without permission'. 
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The study finds that in general Malaysia's external auditors are ethical. 
However, those with major responsibilities (i.e. senior audit assistance) are 
observed to behave more ethically than those with a lesser duty-bound 
answerability (i.e. audit assistants). The survey reveals that audit assistants 
repeatedly engaged in unethical behaviour compared to senior managers who 
rarely engaged in such behaviour. Among the unethical behaviours that are 
known to be done by audit assistants are, concealing others' violations of the 
firm's policies and procedures, taking firm's equipment and materials home 
without permission and calling in sick to take a day off. Statistical analysis also 
indicates that younger auditors in the 20-29 age bracket are less ethical compared 
to those in the category of 40 and above. These findings support the findings of 
Peterson et al. (2001), whose study indicates that business professionals in the 
younger age groups exhibit lower standards of ethical beliefs. 
Another major finding is that code of conduct seems to play a vital role in 
moulding auditor's behaviour in the workplace more than their peers and 
superiors. On the other hand, the spouse is reported to be of a lesser influence 
on an auditor's ethical behaviour. The present study's outcome is consistent 
with the outcome of the study done by Adams et al. (2001) where code of ethics 
has an impact on an employee's perceptions and behaviour. 
Recommendations 
Most people behave with an intention. The intention can be good or bad. To 
change the behaviour of someone you are dealing with into 'being good' or 
'doing what is right', involves a long and difficult process. However, the reward 
is real cost saving. Ethical development of employees is something that can be 
acquired and managed in the workplace. The presence of good programs such 
as introduction of customers' charter program, national integrity plan that has 
been introduced by the government may have strong influence and impact on 
employees' behaviour. To generate fair and just employees, the participation 
and cooperation of many parties such as employers, non-governmental 
organizations, government and educationists are needed. The following are 
some recommendations to the parties in order to promote higher ethical standards 
among employees. 
Employers should: 
i. Curb the presence of generally accepted practices such as talking during 
office hours and using the firm's materials for personal reasons before it 
starts to grow and become a culture in the workplace. 
ii. Appoint disciplinary officers as a means of dealing with ethical dilemma and 
problem with wrongdoings committed by employees. 
iii. Organise programs that instill ethical behaviour as a corporate culture. 
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Educational centers should: 
iv. Work together with firms to deal with ethical dilemmas that business people 
face each day. 
v. Emphasize religious aspects, sense of accountability at present and hereafter 
to every individual, 
vi. Organise more seminars in order to inculcate good ethical behaviour among 
staff and students. 
The bottom line of the above recommendations is accomplishing preferred 
behaviour in the workplace or to generate fair and just behaviour in the workplace. 
Limitation of the Study 
One of the limitations in this study is the assessment of unethical behaviour. 
Obviously, the perception of auditors about the character of their peers is highly 
subjective and obscure and potentially inaccurate. A thorough survey is not 
possible because some of the firms adopt a policy of not entertaining any survey 
carried out by any parties. It would have been better if the instruments adopted 
are distributed to employees of big-sized companies. 
Future Research 
Future research could be carried out to understand if there is a gender bias in the 
profession. The impact of cultural and religious beliefs on auditors could further 
enhance the understanding of factors influencing auditors' moral judgment. 
Note 
Zaid (1997) define moral judgement as the individual's determination of what 
behavior is right or wrong. 
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